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GUIDE TO BUDGET DOCUMENTS

PLAN AND BUDGET SUMMARY

A document containing an overview of economic conditions in Milwaukee; a fiscal summary of the 2005
budget; an economic forecast for Milwaukee; detailed narrative descriptions of each department® mission,
objectives, outcome measures and related activities; and a summary of appropriations by expenditure
category. This document is printed annually in proposed and final form as follows: the Proposed Plan and
Executive Budget Summary contains the Mayor* Executive Budget as presented to the Common Council for
review. The Plan and Budget Summary contains the budget as adopted by the Common Council.

BUDGET

The official City of Milwaukee line-item budget provides a listing of all appropriation accounts by department
and is published after the final budget adoption.

SIX-YEAR CAPITAL PLAN

A presentation of the city % six year capital program. Includes details on planning, financing, infrastructure,
and urban development undertakings involved in the capital plan and is published the spring following
budget adoption.

2004 FISCAL OUTLOOK AND STRATEGIC PLAN

A strategic framework that guides policy decisions based on long term strategic goals and objectives.

To obtain copies of the: Proposed Plan and Executive Budget Summary, Plan and Budget Summary, Budget, Six Year
Capital Plan and the 2004 Fiscal Outlook and Strategic Plan contact the:

Budget and Management Division
City Hall - Room 307
200 East Wells Street
Milwaukee, Wisconsin 53202
(414) 286-3741
(414) 286-5475 (Fax)

or

Visit the Budget and Management Home Page at:
www.Milwaukee.gov/budget



BUDGET AND PLANNING PROCESS

CALENDAR DATE
January - March
Mid-March
May 11*

Mid-June

July - September
September 23**
Mid-October
November 4 and 5

November 12***

* Second Tuesday in May

City Strategic Plan

Citywide Objectives

Citywide Strategies

l

Unified Strategic Plans and Budget

Department Objectives
Department Strategies

Department Performance Measures

Department Annual Budget

l

Annual Budget

Executive Budget

l

Adopted City Budget

ACTIVITY
Departments Prepare Plans, Objectives, and Performance Measures
Departments Receive Budget Materials
Plans and Budget Requests Due
Mayor’s Public Hearings on Plans and Budgets
Mayor’s Executive Plan and Budget Review
Plan and Budget Submitted to Common Council
Legislative Hearings
Finance and Personnel Committee Budget Amendment Days

Common Council Action on Budget

** Legal Deadline September 28
*** | egal Deadline November 14
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Budget Transmittal Statement from
Mayor Tom Barrett

Months ago, | promised the citizens of Milwaukee a budget that would include a legislative levy
freeze and a reduced property tax rate. | am proud to say we have kept that promise.

The 2005 property tax levy is $203 million, an increase of just 2% over 2004; in inflation adjusted dol-
lars that is 0.4% less than the 2004 levy. The tax rate is $9.19, which is 54 cents lower than the 2004
rate.

When we began this process, we were faced with a structural imbalance of more than $30 million.
Not an ideal situation for a new Mayor or for a new Council.

I applaud our city employees who are already doing more with less for working diligently with me to
close the budget gap and for graciously exceeding my expectations.

The 2005 budget has very few bells and whistles - its not a holiday tree loaded with fancy ornaments.
We simply cannot afford to do everything we would like to.

In just two years, the city 3 State Shared Revenue payment has been reduced in inflation adjusted dol-
lars by more than $19 million. In spite of those cuts, this budget complies with the legislative prop-
erty tax levy freeze. We are upholding our end of the bargain. Legislators in Madison must uphold
their end of the deal by not cutting shared revenue.

There is no question that escalating health care costs aggravate our fiscal condition. In 2005, the city
will pay $94.7 million for health insurance, an increase of 11.8% (adjusted for carryover of funds and
accounting change). | will work with anybody at anytime to reduce those costs. As we saw in the
General Accounting Office Report, which | requested, we pay too much for health care.

Reductions in State Shared Revenue and increases in health care costs are not the only reasons to hold
the line on taxes. In 2003, Milwaukee3 unemployment rate hit an unacceptable 11% and between
2001 and 2003, Milwaukee households experienced a 2.6% decline in adjusted growth income. Eco-
nomic growth has been slow and too many Milwaukee families continue to struggle.

I have made the retention and attraction of jobs a top priority. Our commitment to making Milwau-
kee an attractive and competitive place to do business has already paid off. We just completed nego-
tiations with Capital Returns, a logistical service company for the pharmaceutical industry. As a



result of our negotiations, Capital Returns will not only stay in Milwaukee, the company will expand
moving to a location easily accessible to our workforce and adding an additional 150 family support-
ing jobs that include full benefits.

Since taking office | have hosted Brown Bag lunches with citizens from around the city. | have heard
concerns about taxes, sewers, streets, and trash collections. The one issue that received as much atten-
tion as taxes is the issue of making our city safer - because public safety is essential for our quality of
life and for our economic growth.

We already have good news to report. Violent crimes are down by almost 18%. The number of homi-
cides has fallen to 61 compared with 77 last year at this time. And, the crime clearance rate has
dramatically increased. | commend Chief Nannette Hegerty, our Police force, and our citizens for the
progress being made.

We will maintain critical Police staffing levds. This budget preserves the number of uniformed Police
Officers and fully funds one recruitment class - bringing the number of classes to 3 in a 20 month pe-
riod. This will help further reduce crime.

Despite the good news, there is still work to be done to improve community relations and trust be-
tween citizens, police, and city government. | am committed to that and | know you are too.

At the start of the budget process, we faced the threat of serious cuts in Fire personnel. The Fire De-
partment? initial budget submission proposed to close three engine companies and provide no fund-
ing for recruitment and cadet classes that seek out under-represented groups of people. Fortunately,
we are able to avoid these draconian cuts. Our Fire Department will continue to meet or exceed na-
tional staffing standards, continue to deliver timely and quality service and no Fire Fighters will be
laid off.

Another issue that has received a lot of attention - and rightly so - is sewers. After the heavy spring
rains and unacceptable sewer overflows, | convened an MMSD Audit Committee. | want to thank
Alderman Ashanti Hamilton for agreeing to be a member of that committee and for sitting through
hours of testimony - testimony that was not always exciting but was certainly important.

The Audit Committee recommendations focus on the problem of Inflow and Infiltration or 1&I, 1&I is
basically rainwater seeping into the sewer system and capturing capacity in the deep tunnel.

From 1994 to 2004, the City of Milwaukee has invested more than $200 million in sewer system im-
provements. This effort includes system evaluation, manhole rehabilitation, sewer sealing, and lining
and sanitary sewer improvements.

In 2005, the city will spend $26.2 million more on those efforts. The city is contributing $4.5 million to
the Canal Street Reconstruction Project to separate a part of the Menomonee Valley combined sewer
system. We are also working with the State and MMSD to develop a system to capture the initial
flush of polluted storm water from the Marquette Interchange drainage areas.

In addition to those efforts, the budget includes $1.2 million for four pilot initiatives, which should
result in less 1&1 and, ultimately, to fewer sewer overflows. | want to thank Aldermen Michael



Murphy and Michael McGee Jr. for their ideas and input into the development of these initiatives,
which include a downspout disconnect program, an inlet restrictor initiative, a pilot for the removal
of foundation drain connections to sanitary sewers, and a pilot for flat roof drainage flow control.

I would also like to take this opportunity to publicly acknowledge Council President and Housing
Authority Chairman Willie Hines and the Housing Authority staff for their leadership and insight
into making Milwaukees public housing a national model for green building. The redevelopment
plan for Highland Park includes a 20 thousand square foot green roof garden and several rain gar-
dens. And, the roof drains at the Carver Park townhouses have been disconnected.

Our efforts to be innovative and cost efficient will lead to cleaner water and less sewer overflows.
Communities within the region must work together to solve the sewer problem and Milwaukee must
continue to do its part.

In my seven months in office, | have learned that some of the best ideas to improve services come
from the citizens themselves. Most of you have probably heard complaints from citizens about put-
ting bulky items such as mattresses, sofas, and other large items next to their green garbage carts.
People are frustrated because the bulky items are not getting picked up at the regular garbage pick up
time. | want to change that. We are structuring pick up times so that these items will be picked up
with your regular trash without sacrificing collection cycles during the wintertime.

And, we are addressing citizen concerns about local street conditions by increasing street repaving
and reconstruction funding more than $2 million over last years level.

We have also implemented a new initiative called Project Clean and Green. City crews will work
with citizens to clean up their neighborhoods and businesses will provide seed money to plant flow-
ers and trees.

Our focus on growing economic opportunity should not be concentrated on how we can divide a
shrinking budget pie. We must intensify our efforts to leverage limited resources and to partner with
other public and private entities.

This effort includes implementing the Main Streets Program. This successful program model has al-
ready received substantial financial commitments from private entities - commitments that we will
secure and leverage for neighborhood revival.

The 2005 budget also includes support for the Menomonee Valley Business Park, the Harley Museum
Development, Tower Automotive, and the continued development of the Park East and the Bron-
zeville Entertainment District.
The Emerging Business Enterprise Program will continue to provide services so that small, emerging
businesses can compete in the public and private sectors. | look forward to working with you as we
refine this important program.

As | said earlier, this budget is not a holiday tree adorned with expensive ornaments.



One of the few initiatives included in the budget is a new mentoring program. As a father of four, |
know how important it is to shape and mold the minds of children. Many children grow up in single
parent homes, have difficulty in school, or face serious economic hardship. | want to help these chil-
dren, give them opportunities, and make sure they do not fall by the wayside. That is why we are
launching a mentoring program. Under this plan the City of Milwaukee will partner with Milwaukee
Public Schools to provide one-on-one mentoring for students who are at-risk of dropping out. Citi-
zens who successfully complete training and participate will be eligible for a $360 property tax credit.

We continue to fund the Librarys award winning Books2Go Program and the Center Street Library %
Community Outreach and Technology Center. Center Street has formed several partnerships with
schools and neighborhood organizations and their efforts have given residents access to technology
that they otherwise would not have.

And, we will start a Summer Youth Internship Program here at City Hall. Milwaukee high school
students will get a chance to see and learn how government works. This Internship Program will go a
long way in preparing young people with employment and career skills they need to be successful.

We are also making it a priority to promote access to health care, reduce lead poisoning, and reduce
infant mortality. We have launched a media ad campaign, increasing awareness about infant mortal-
ity. We will also talk about infant mortality at schools, health fairs, and fatherhood support groups.

In addition to establishing these priorities for our city government, the 2005 budget also includes key
initiatives that will provide the momentum needed to achieve more sustainable future budgets.

We will develop a plan that looks at the next three years in an effort to make our budget and pro-
grams fiscally sound. The plan will identify constraints and opportunities facing Milwaukee. It will
establish fiscal policies, programs, and action plans. We will also implement a comprehensive
performance monitoring initiative that establishes a process for improving service delivery. Cities
such as Baltimore have found that performance measurement programs that are based on operational
realities and strategic goals can improve the effectiveness of city programs. CitiStats saved Baltimore
more than $13 million in its first year of operation by helping the city manage more effectively.

Ensuring long term economic growth will require greater government efficiencies.

For example, following the Comptrollers recent audit of the city s passenger fleet, | included no fund-
ing for the purchase of cars and cut funding for other passenger vehicles.

We will spearhead the formation of intra- and inter-agency teams to find more cost-effective ways to
deliver city services. This can be achieved by fostering greater cooperation between city departments
and other governments.

We are all part of the same team and have the same interests - serving the citizens of our city with in-
tegrity and getting the most ““bang’” out of our hard earned tax dollars.

As a member of Congress, | learned how to ask for the money.



In 2004, our city applied for about $400,000 in federal grant funds to help two of Milwaukee Public
Schools”Community Learning Centers that provide after school learning programs and activities for
children.

We also received an $8 million grant to support Homeland Security in efforts to prevent and respond
to terrorist attacks.

These are examples of how we need to be more aggressive in seeking outside dollars. Federal funds
are going to be spent somewhere and | want some spent in Milwaukee.

Despite our challenges, we are a city with vibrant neighborhoods and tremendous potential for eco-
nomic growth. Every neighborhood in Milwaukee is unique and deserves the opportunity to thrive.

The 2005 budget will move our city forward in a manner that is positive and responsive to the needs
of all the people in our community. | look forward to working together with the Common Council to
continue to improve Milwaukee.

Securing long term financial stability in every neighborhood will require fresh ideas, a commitment to
planning, and an end to the politics of blame and sound bites. It will require a commitment from each
of us to work together on a united front. We must agree on the right mix of quality services and fund-
ing to enable Milwaukee to grow and become a successful player in the regional, national, and global
economy.

Thank you,

T e Sl

TOM BARRETT
Mayor



THE VALUE OF MILWAUKEE

Milwaukee exists because it possesses natural economic advantages, which cause people and
businesses to concentrate in large and increasing numbers. As a result of the proximity and
connectedness of Milwaukee’ diverse people and enterprises, huge benefits flow - jobs are
created, markets are formed and expanded, wealth is created, and surplus wealth leads to
culture.

OUR VISION FOR MILWAUKEE

We want Milwaukee to become an even more desirable place to live and work. Our city3%
attributes include:

¢ Dynamic and accessible markets gainfully employing citizens;

e Safe, strong, and beautiful neighborhoods with well maintained housing and a healthy
environment; and

¢ A flourishing culture recognized for its arts, recreation, museums, and institutions of
education.

MISSION

City government is dedicated to controlling spending while giving residents and businesses the
highest quality services possible. The city also works to create local, state, and federal policies
(especially transportation, community development, and education policies) that enhance the
natural advantage of Milwaukee. We are committed to:

* Protecting citizens and visitors from crime, fire, and other hazards;
* Improving the health of residents and their physical environment;
¢ Strengthening the quality and enhancing the value of neighborhoods and housing;

* Promoting an economic climate that supports job creation, lasting investment, and economic
opportunity;

¢ Furthering land use policies that promote diverse transportation options; and

* Fostering an effective educational system that improves educational attainment and promotes
job readiness.

2005 PLAN AND BUDGET SUMMARY



Strengthening Milwaukee’s Role In The Metropolitan Economy

Success Factors in the Metropolitan Economy

Milwaukee is part of a larger metropolitan economy with a population of 1.5 million, a workforce of close to
1 million people, and total economic output of more than $60 billion. Labor and property markets transcend
municipal and county boundaries. For example, almost 120,000 people from outside Milwaukee County commute
to the county for work, and more than 80,000 county residents leave the county for work as part of their daily
commute. These interconnected metropolitan markets create mutual interests among the city and its suburban
neighbors.

Globalization and technology change over the last 20 years have generated new factors that determine
metropolitan economic competitiveness. This “New Economy”” is not about ““high tech”, or even a new set of
industries; it affects Milwaukee % traditional industrial strengths as much as Silicon Valley in California or Austin,
Texas. The New Economy has established new sources of competitive advantage that are applicable to a wide
range of goods and service producing industries. These sources of competitive advantage include:

e Speed: Success in the New Economy depends on getting products and services to market quickly.
Transportation time and transaction costs are important to meeting customer expectations.

¢ Quality: No longer is “low cost’ alone adequate to win in the New Economy. By competing on quality, firms
meet customer expectations and differentiate their unique features. The auto industry is a major example of
how quality has revolutionized the Midwest economy and the supplier firms that operate here.

* Knowledge: Intellectual capital has become a major source of competitive advantage. Knowledge helps firms
respond quickly and creatively to customer needs and market conditions. Knowledgeable people are necessary
in order to employ capital equipment effectively.

* Networks: Competing firms benefit from sharing common pools of talent, intellectual capital, and specialized
expertise. Industry clusters are concentrations of competing, complementary, and interdependent firms and
industries that create metropolitan wealth through exports.

Cities remain a crucial component of metropolitan success by virtue of their capacity to support the New
Economy % success factors. The networks that are vital to metropolitan success function most effectively when they
are clustered together geographically. Vibrant urban neighborhoods promote the interaction between people that
contributes to the creativity that the New Economy values. Creative work is concentrating in urban centers
because of the work-life integration that can occur in mixed-use settings. Management guru Peter Drucker predicts
that the organization of work in the future will involve an intimate mixture, rather than separation of living and
working places. This would result in a significant competitive advantage for communities like Milwaukee.

City Government and Metropolitan Success

Governments don create wealth, but local governments can help establish the conditions through which cities can
contribute to metropolitan economic competitiveness. The following illustrates how city government helps create
conditions that support the New Economy % success factors.

* The city role in protecting public safety and property is an essential requirement for a functioning modern
economy. Perceptions regarding the level of crime play a huge role regarding business and residential
investment decisions. Safe neighborhoods support property values and allow for an environment in which
family life can thrive.
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STRENGTHENING MILWAUKEE'S ROLE IN THE METROPOLITAN ECONOMY

The city 3 infrastructure serves the entire metropolitan economy by virtue of Milwaukee role as a central
business, cultural, and entertainment location. Almost 21% of metro area employment is within three miles of
Milwaukee s Central Business District, and more than 65% is within ten miles. City infrastructure serves the
needs of people throughout the metropolitan area for work, home life, and recreation. Infrastructure programs
also support the preservation of natural resources and clean water. Environmental quality is increasing in
importance as a location factor.

A predictable and expeditious regulatory process facilitates investment. City government manages
“transaction costs” through understandable and timely zoning and permitting processes. For example, the
citys Development Center is serving all customers within 16 minutes of their arrival. The Board of Zoning
Appeals is processing routine cases in less than 6 weeks, compared to an average of 27 weeks in 1998.

Neighborhood conditions are a major factor in home buying and residential investment. City government
maintains clean neighborhoods and protects property values through fire prevention and suppression, solid
waste collections, nuisance abatement, and code and zoning enforcement programs. City government
programs also leverage private investment in neighborhoods and downtown through economic development
finance and technical assistance.

City government is not an education agency, but city programs leverage school readiness, improve literacy,
and develop technology capabilities that promote a capable workforce. The Library reinforces the schools”
efforts through summer reading programs and partnerships with child care providers to develop pre-reading
skills. The Library has also increased access to information technology and the capacity to use it through a
variety of programs. The Health Department plays a significant role in helping children become *“school
ready”” through programs that enhance children® health and development and that reduce environmental
health risks.

The 2005 adopted budget establishes priorities that strengthen Milwaukee capacity to contribute to the
metropolitan economy. These include:

Providing for affordable government through a property tax levy increase of 2%, consistent with the proposed
legislative freeze that called for holding levy increases to the percentage increase in property value associated
with new construction. In addition, there are no increases to the major user charges that affect property
owners.

Preserving existing staffing levels in the Police Department by funding the two recruit classes added in 2004
and providing funding for ancther recruit class in 2005.

Maintaining a weekly solid waste collection cycle and improving the impact and efficiency of special
collections, and continuing the current service levels for code enforcement and nuisance abatement.

Investing more than $115 million for infrastructure, including $1.2 million of funding for pilot projects to
improve the operation of the sewerage system and reduce the risk of backups and overflows.

Stimulating economic development through approximately $27 million of capital programs.

Supporting learning through a Mentoring Initiative designed to keep high school students atrisk of dropping
out on track to graduation.
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STRENGTHENING MILWAUKEE'S ROLE IN THE METROPOLITAN ECONOMY

Economic and Fiscal Forecast

The national economy should continue its economic recovery during 2005, albeit at a somewhat slower pace than in
2004. For example, the State Department of Revenue forecast (hereafter referred to as DOR forecast, which is based
on a forecast prepared by Global Insight) projects real Gross Domestic Product (GDP) to increase by 3.6% in 2005.
Key factors relevant to Wisconsin and Milwaukee in the DOR national forecast include:

¢ Continued dollar decline, driven by the current account deficit. The 1990% boom was accompanied by a steady
deterioration in the U.S. Balance of Payments. The dollar® decline is expected to continue, which will
contribute to an 11.4% increase in the real value of exports during 2005. Wisconsins economy, and that of the
Milwaukee region, has historically benefited from rising exports.

* Non-residential fixed investment is projected to grow 12.2% at the national level in 2005. This should be
favorable to durable goods manufacturing in Wisconsin generally, and for the Milwaukee region in particular.

* The DOR forecast pegs national inflation as measured by the CPI-U at a modest 1.7%. Although some inflation
has surfaced recently, the impacts of increased globalization on supply have deflationary implications on a
secular basis. Increases in unit labor costs remain very muted relative to historical trends.

The Institute of Supply Managers (ISM) Manufacturing Index (PMI) remains positive. The August 2004 PMI
reading was 59, down from 62 in July. A reading of 50 or above indicates that the manufacturing economy is
expanding. The PMI reflects that manufacturing activity nationally has now grown for 15 consecutive months.
The ISM August Survey of Business reflected growth in manufacturing new orders, production, backlogs, and
employment. Information on inventories was mixed, with overall inventories growing, but some of which is
attributable to customers rebuilding inventories from low July levels.

Wisconsins economy was disproportionately affected by the recession and has experienced a less robust recovery
than the nation as a whole. The importance of manufacturing to the state has had a major bearing on this. For
example, the state experienced a loss of more than 100,000 manufacturing jobs from “peak to trough”. However,
manufacturing has experienced a gradual rebound of 9,000 jobs in the first halfof 2004 after 17 consecutive quarters
of decline.

The state s Index of Leading Indicators points to continued improvement in the Wisconsin economy. The index has
improved 8 of the last 12 months and is 30% higher than the reading of 12 months ago. The DOR forecast calls for
state employment to increase by 1.8% in 2005, with another 12,000 jobs in manufacturing projected.

State personal income prospects have improved considerably. Declines in manufacturing employment and slow
overall wage growth contributed to average growth of only 3.3% during 2001-2003. Total state personal income is
expected to grow 5% in 2005 after a projected 5.9% increase during 2004.

Improvement in the states economic situation is reflected in improved tax receipts. General Purpose Revenue
(GPR) tax collections for fiscal year 2003-2004 increased 5.3% over the prior year. GPR is the funding source for
state school aids and shared revenue for municipalities. GPR tax collections are .6% ahead of earlier estimates.

The DOR forecast also projects conditions for metropolitan areas. The Milwaukee/Waukesha metro area
experienced a severe cyclical downturn between 2001 and 2003. Personal income growth for the area increased just
2.5% annually during 2002-2003. Data on tax collections suggest that personal income in the City of Milwaukee
grew at an even slower rate, as Adjusted Gross Income (AGI) in the city fell an average of -2.2% in 2001 and 2002.

Metropolitan area personal income is expected to grow 4.7% during 2005. Unemployment in the city, which was
almost 11% just a year ago, had declined to 8.7% in July 2004. Employment in the metro area is expected to grow
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STRENGTHENING MILWAUKEE'S ROLE IN THE METROPOLITAN ECONOMY

1.2% in 2005, after experiencing declines during 2001 through 2003. It should be noted that employment conditions
overall have remained weaker in the city, compared to both the county and the metropolitan area. The citys
civilian work force has a substantial exposure to the cyclical trends in manufacturing, which is only now showing
signs of a modest rebound.

Milwaukee’s Fiscal Forecast

There is a structural problem with the city budget caused by expenses increasing faster than revenues. Expenses
have increased in the 3.5% to 4.5% range while revenues have been nearly flat. This has left an annual structural
budget problem that is $20 to $30 million depending on tax policy.

The structural budget problem exists mainly due to stagnant state funding of shared revenue, efforts to control
property tax growth, lack of a diversified revenue base, and health care benefit costs that are increasing at 3 to 4
times the rate of inflation.

State shared revenue makes up the citys largest revenue source. The state has reduced the amount of shared
revenue provided to municipalities. Between 1995 to 2004, the funding for shared revenue was roughly the same.
In 2004, the city received a reduction of $10 million in its shared revenue allocation. In 2005, the amount of shared
revenue will be almost the same as 2004, representing a $19.6 million real decline from 2003.

Property taxes make up roughly 18% of city revenues. Because of current political interest to control property
taxes, there has been very little growth in this revenue source. Despite effective municipal control of property
taxes, state officials are considering limiting local authority ability to increase property taxes through legislation.
This will reduce flexibility the city has to generate reasonable revenue growth.

With shared revenue and property taxes at nearly 40% of city revenue, the remaining revenue growth does not
neutralize the impact of the stagnant shared revenue and property taxes. Although some efforts have been made to
diversify revenue through the creation of a Solid Waste Fee and the Snow and Ice Control Fee, state law restricts
the city % ability to create user fees or to charge tax exempt properties for police and fire protection.

The city has had to rely on service reductions to balance the budget given the revenue situation. Continual
expenditure reductions to balance the budget will force the city to cut services. Eventually, the city will hit an
expected minimum service level where no further service reduction will be acceptable. The fine balance between
services and taxes could shift towards a
greater demand for services rather than
pressure to reduce taxes or seek other revenue
sources. The potential for future retirement
system contributions and even higher health Estimated Revenues and Expenditures
benefit costs adds to this dilemma. $980

Figure 1
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factored into the projections. The impact of these trends and assumptions are reflected in Figure 1 which shows the
growth in expenses relative to the growth in revenues.

The tax levy assumption causes revenues to grow where, in the past, no revenue growth was expected. However,
the 4% growth is not sufficient to offset the expected growth in expenditures. The imbalance is initially expected to
be around $30 million in 2006. The imbalance is expected to fall to approximately $20 to $25 million in 2008 and
2009. However, unless new revenue sources can be found or existing fees increased, service reductions will be
required even as property taxes are expected to increase.
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2005 ADOPTED BUDGET AND TAX RATE COMPARED TO PRIOR YEAR

2004 2005 CHANGE CHANGE
PURPOSE OF EXPENDITURE ADOPTED ADOPTED 2005 MINUS 2004 2005 2005 MINUS
AND FUNDING SOURCE BUDGET* BUDGET* 2004 ADOPTED ADOPTED ADOPTED 2004 ADOPTED

A. GENERAL CITY PURPOSES

1. Budget (Expend. Auth.) $496,631,541 $513,392,003 $16,760,462

2. Non Tax Levy Funding 411,475,813 419,552,981 8,077,168

3. Tax Levy Funding 85,155,728 93,839,022 8,683,294 $4.16 $4.25 $0.09
B. EMPLOYEE RETIREMENT

1. Budget (Expend. Auth.) $68,172,487 $64,688,277 $-3,484,210

2. Non Tax Levy Funding 25,786,249 24,596,903 -1,189,346

3. Tax Levy Funding 42,386,238 40,091,374 -2,294,864 $2.07 $1.82 $-0.26
C. CAPITAL IMPROVEMENTS

1. Budget (Expend. Auth.) $109,649,250 $94,881,921 $-14,767,329

2. Non Tax Levy Funding 98,173,740 84,762,496 -13,411,244

3. Tax Levy Funding 11,475,510 10,119,425 -1,356,085 $0.56 $0.46 $-0.10
D. CITY DEBT

1. Budget (Expend. Auth.) $118,727,769 $122,711,665 $3,983,896

2. Non Tax Levy Funding 64,732,859 69,770,143 5,037,284

3. Tax Levy Funding 53,994,910 52,941,522 -1,053,388 $2.64 $2.40 $-0.24
E. DELINQUENT TAX

1. Budget (Expend. Auth.) $1,000,000 $1,000,000 $0

2. Non Tax Levy Funding 0 0 0

3. Tax Levy Funding 1,000,000 1,000,000 0 $0.05 $0.05 $-0.00
F. CONTINGENT FUND

1. Budget (Expend. Auth.) $5,000,000 $5,000,000 $0

2. Non Tax Levy Funding 0 0 0

3. Tax Levy Funding 5,000,000 5,000,000 0 $0.24 $0.23 $-0.02
SUBTOTAL (A+B+C+D+E+F)

1. Budget (Expend. Auth.) $799,181,047 $801,673,866 $2,492,819

2. Non Tax Levy Funding 600,168,661 598,682,523 -1,486,138

3. Tax Levy Funding 199,012,386 202,991,343 3,978,957 $9.73 $9.19 $-0.54
G. PARKING FUND

1. Budget (Expend. Auth.) $44,806,125 $47,584,804 $2,778,679

2. Non Tax Levy Funding 44,806,125 47,584,804 2,778,679

3. Tax Levy Funding 0 0 0 $0.00 $0.00 $0.00
H. GRANT AND AID

1. Budget (Expend. Auth.) $71,908,461 $81,360,664 $9,452,203

2. Non Tax Levy Funding 71,908,461 81,360,664 9,452,203

3. Tax Levy Funding 0 0 0 $0.00 $0.00 $0.00
|. DEVELOPMENT FUND

1. Budget (Expend. Auth.) $4,761,827 $5,388,818 $626,991

2. Non Tax Levy Funding 4,761,827 5,388,818 626,991

3. Tax Levy Funding 0 0 0 $0.00 $0.00 $0.00
J. WATER DEPARTMENT

1. Budget (Expend. Auth.) $108,075,206 $102,222,241 $-5,852,965

2. Non Tax Levy Funding 108,075,206 102,222,241 -5,852,965

3. Tax Levy Funding 0 0 0 $0.00 $0.00 $0.00
K. SEWER MAINTENANCE FUND

1. Budget (Expend. Auth.) $45,665,233 $54,529,316 $8,864,083

2. Non Tax Levy Funding 45,665,233 54,529,316 8,864,083

3. Tax Levy Funding 0 0 0 $0.00 $0.00 $0.00
M. COUNTY DELINQUENT TAXES FUND

1. Budget (Expend. Auth.) $9,500,000 $9,500,000 $0

2. Non Tax Levy Funding 9,500,000 9,500,000 0

3. Tax Levy Funding 0 0 0 $0.00 $0.00 $0.00
SUBTOTAL (G+H+I+J+K+M)

1. Budget (Expend. Auth.) $284,716,852 $300,585,843 $15,868,991

2. Non Tax Levy Funding 284,716,852 300,585,843 15,868,991

3. Tax Levy Funding 0 0 0 $0.00 $0.00 $0.00
TOTAL (A thru M)

1. Budget (Expend. Auth.) $1,083,897,899 $1,102,259,709 $18,361,810

2. Non Tax Levy Funding 884,885,513 899,268,366 14,382,853

3. Tax Levy Funding 199,012,386 202,991,343 3,978,957 $9.73 $9.19 $-0.54

Tax Rate and Assessed Value — 2005 Adopted rate column is based on an estimated assessed value of $22,085,159,578 as of December 3,
2004. *Totals may not add due to rounding.
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PROPERTY TAX PROFILE
COMBINED PROPERTY TAX RATES 2001 - 2005
(PER $1,000 ASSESSED VALUATION, ROUNDED TO THE NEAREST FULL CENT)
(RATES MAY NOT ADD DUE TO ROUNDING)

City of Milwaukee (Controlled by the Common Council)

General City Purposes

Provision for Employee Retirement
Capital Improvement Program

City Debt (Including School Debt)
Delinquent Tax Fund

Common Council Contingent Fund

Subtotal - City of Milwaukee

Area Board of Vocation, Technical, and Adult

Education District Nine
Milwaukee School Board
Metropolitan Sewerage District
State - Forestry
Milwaukee County
Subtotal - Other Taxing Bodies
Total Combined Tax Rate
State Tax Credit
Net Tax Rate

General City Purposes

Provision for Employee Retirement
Capital Improvement Program

City Debt

Delinquent Tax Fund

2001 2002 2003 2004 2005
$4.43 $4.30 $4.37 $4.16 $4.25
2.09 221 211 2.07 1.82
0.13 0.58 0.55 0.56 0.46
3.46 3.41 2.82 2.64 2.40
0.09 0.06 0.05 0.05 0.05
0.29 0.31 0.26 0.24 0.23
$10.49 $10.87 $10.16 $9.73 $9.19
$2.00 $2.23 $2.05 $2.04 $2.00
9.87 10.12 9.34 8.96 9.40
1.68 1.87 1.74 1.64 1.59
0.20 0.22 0.23 0.23 0.21
5.46 5.91 5.17 4.92 4.71
$19.21 $20.35 $18.53 $17.79 $17.90
$29.70 $31.22 $28.69 $27.52 $27.09
$-1.69 $-1.66 $-1.43 $-1.35 $-1.23
$28.01 $29.56 $27.26 $26.17 $25.86
PROPERTY TAX LEVIES FOR COMMON COUNCIL CONTROLLED PURPOSES
2001 2002 2003 2004 2005
$76,260,767 $74,364,442 $84,734,381 $85,155,728 $93,839,022
35,942,562 38,090,209 40,937,332 42,386,238 40,091,374
4,044,209 6,284,793 10,587,803 11,475,510 10,119,425
59,490,256 58,915,763 54,762,233 53,994,910 52,941,522
1,600,000 1,000,000 1,000,000 1,000,000 1,000,000
5,000,000 5,420,458 5,000,000 5,000,000 5,000,000

Common Council Contingent Fund
Total Property Tax Levies for Common
Council Controlled Purposes

Residential
Commercial
Manufacturing

Total Real Estate
Personal Property

Total Taxable Assessed Valuation

$182,337,794

$184,075,665

$197,021,749

TAXABLE ASSESSED VALUATION
City of Milwaukee 2001 - 2005

$10,292,622,989
5,612,521,788
741,471,600

$10,358,670,619
5,716,180,475
717,830,700

$12,027,394,755
6,176,360,800
765,130,300

$199,012,386

$12,938,633,380
6,493,804,441
729,858,200

$202,991,343

$14,301,661,916
6,903,490,064
733,599,500

$16,646,616,377
$936,378,220

$17,582,994,597 (a) $17,789,859,038 (b) $19,866,283,515 (c) $21,009,517,241 (d) $22,772,419,500 (e)

*Amount Includes Tax Increment District Assessed Value.
(a) Based upon assessed values as of November 30, 2000.
(b) Based upon assessed values as of December 5, 2001.
(c) Based upon assessed values as of December 5, 2002.
(d) Based upon assessed values as of December 4, 2003.
(e) Based upon assessed values as of December 3, 2004.

$16,792,681,794
$997,177,244

$18,968,885,855
$897,397,660

$20,162,296,021
$847,221,220

$21,938,751,480
$833,668,020
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COMPARISONS BY BUDGET SECTION
BETWEEN 2005 ADOPTED AND 2004 ADOPTED BUDGETS,
REVENUES, TAX LEVIES, AND RESULTING CHANGES

A. GENERAL CITY PURPOSES
Appropriations

Salaries and Wages
Fringe Benefits
Operating Expenditures
Equipment Purchases
Special Funds
Fringe Benefit Offset

TOTAL APPROPRIATIONS

Funding Sources
General City Revenues
Tax Stabilization Fund Withdrawal
Property Tax Levy

TOTAL REVENUES
B. EMPLOYEE RETIREMENT

TOTAL APPROPRIATIONS

Funding Sources
Non-Property Tax Revenue
Property Tax Levy

TOTAL REVENUES
C. CAPITAL IMPROVEMENTS

TOTAL CAPITAL IMPROVEMENTS PROGRAM
Appropriations
Funding Sources
1. BORROWING (General Obligation)
a. New
b. Carryover
2. BORROWING (Tax Incremental Districts)
a. New
b. Carryover
3. SPECIAL ASSESSMENTS (Internal Borrowing)
a. New
b. Carryover
4. CASH FINANCED
a. FROM REVENUES
1. New
2. Carryover
b. FROM TAX LEVY
c. TOTAL CASH FINANCED

TOTAL REVENUES (Capital Improvements)
D. CITY DEBT

TOTAL APPROPRIATIONS

(Includes Borrowing for Milwaukee Public Schools)
Funding Sources

Revenues

TID Increments

Delinquent Tax Revenue

Property Tax Levy

PDAF Withdrawal

TOTAL REVENUES

(92,467,422)

(107,763,520)

CHANGE
2004 2005 2005 ADOPTED
ADOPTED ADOPTED VERSUS

BUDGET BUDGET 2004 ADOPTED
$322,168,267 $306,872,364 $-15,295,903
98,974,152 95,670,728 -3,303,424
56,920,362 55,164,771 -1,755,591
6,565,862 5,706,256 -859,606
110,977,050 145,648,612 34,671,562
-98,974,152 -95,670,728 3,303,424
$496,631,541 $513,392,003 $16,760,462
$394,605,813 $402,931,981 $8,326,168
16,870,000 16,621,000 -249,000
85,155,728 93,839,022 8,683,294
$496,631,541 $513,392,003 $16,760,462
$68,172,487 $64,688,277 $-3,484,210
$25,786,249 $24,596,903 $-1,189,346
42,386,238 40,091,374 -2,294,864
$68,172,487 $64,688,277 $-3,484,210
$109,649,250 $94,881,921 $-14,767,329
$61,494,450 $46,667,446 $-14,827,004

(15,296,098)

$19,000,000 $20,000,000 $1,000,000
(27,916,180) (30,715,914) (2,799,734)
$5,179,290 $3,895,050 $-1,284,240
(19,196,326) (18,070,783) (1,125,543)
$12,500,000 $14,200,000 $1,700,000
(0) (0) (0)
11,475,510 10,119,425 -1,356,085
$23,975,510 $24,319,425 $343,915
$109,649,250 $94,881,921 $-14,767,329
$118,727,769 $122,711,665 $3,983,896
$33,174,616 $36,379,821 $3,205,205
13,944,841 18,596,776 4,651,935
13,613,402 14,793,546 1,180,144
53,994,910 52,941,522 -1,053,388
4,000,000 0 -4,000,000
$118,727,769 $122,711,665 $3,983,896
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CHANGE

2004 2005 2005 ADOPTED
ADOPTED ADOPTED VERSUS
BUDGET BUDGET 2004 ADOPTED
E. DELINQUENT TAX
TOTAL APPROPRIATIONS $1,000,000 $1,000,000 $0
Funding Sources
TOTAL REVENUE (Property Tax Levy) $1,000,000 $1,000,000 $0
F. COMMON COUNCIL CONTINGENT FUND
TOTAL APPROPRIATIONS $5,000,000 $5,000,000 $0
Funding Sources
TOTAL REVENUE (Property Tax Levy) $5,000,000 $5,000,000 $0
SUBTOTALS (ITEMS A THROUGH F)
CITY BUDGET APPROPRIATIONS $799,181,047 $801,673,866 $2,492,819
(Excluding Special Revenue Accounts)
Less: Non-Property Tax Revenues 600,168,661 598,682,523 -1,486,138
PROPERTY TAX LEVIES $199,012,386 $202,991,343 $3,978,957
SPECIAL REVENUE ACCOUNTS (ITEMS G THROUGH M)
G. PARKING
TOTAL APPROPRIATIONS $44,806,125 $47,584,804 $2,778,679
Funding Sources
Current Revenues $17,176,679 $17,573,369 $396,690
Capital Improvements from Reserves 5,000,000 5,000,000 0
Withdrawal from Reserves 2,323,546 4,811,435 2,487,889
Citation Revenue and Processing 19,000,000 19,000,000 0
New Borrowing 1,305,900 1,200,000 -105,900
Other Funding (Carryover Borrowing) (1,094,000) (1,800,369) (706,369)
TOTAL REVENUES $44,806,125 $47,584,804 $2,778,679
H. GRANT AND AID
TOTAL APPROPRIATIONS $71,908,461 $81,360,664 $9,452,203
Funding Sources
Grantor Share $71,908,461 $81,360,664 $9,452,203
TOTAL REVENUES $71,908,461 $81,360,664 $9,452,203
|. ECONOMIC DEVELOPMENT
TOTAL APPROPRIATIONS $4,761,827 $5,388,818 $626,991
Funding Sources
Business Improvement District Assessment $4,761,827 $5,388,818 $626,991
TOTAL REVENUES $4,761,827 $5,388,818 $626,991
J. WATER WORKS
Appropriations
Operating Budget $55,085,206 $57,592,241 $2,507,035
Capital Improvements Program 22,620,000 18,790,000 -3,830,000
Debt Service (Principal and Interest) 8,350,000 7,650,000 -700,000
Capital Funding from Retained Earnings 22,020,000 18,190,000 -3,830,000
TOTAL APPROPRIATIONS $108,075,206 $102,222,241 $-5,852,965
Funding Sources
Current Operating Revenues $69,611,574 $70,765,322 $1,153,748
Non-Operating Revenues 7,260,000 7,859,000 599,000
Use of Retained Earnings 31,203,632 23,597,919 -7,605,713
TOTAL REVENUES $108,075,206 $102,222,241 $-5,852,965
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CHANGE

2004 2005 2005 ADOPTED
ADOPTED ADOPTED VERSUS
BUDGET BUDGET 2004 ADOPTED
. SEWER MAINTENANCE
Appropriations
Operating Budget $24,165,233 $31,823,316 $7,658,083
Capital Improvements Program 21,500,000 22,706,000 1,206,000
TOTAL APPROPRIATIONS $45,665,233 $54,529,316 $8,864,083
Funding Sources
Sewer User Fee $31,661,733 $31,000,000 $-661,733
Charges for Services 220,500 149,871 -70,629
Miscellaneous and Retained Earnings 83,000 673,445 590,445
Proceeds from Borrowing 13,700,000 22,706,000 9,006,000
TOTAL REVENUES $45,665,233 $54,529,316 $8,864,083
. COUNTY DELINQUENT TAXES
Appropriations
Operating Budget $9,500,000 $9,500,000 $0
TOTAL APPROPRIATIONS $9,500,000 $9,500,000 $0
Funding Sources
Operating Revenue $9,500,000 $9,500,000 $0
TOTAL REVENUES $9,500,000 $9,500,000 $0
SUBTOTALS SPECIAL REVENUE ACCOUNT BUDGETS (ITEMS G THROUGH M)
TOTAL BUDGETS $284,716,852 $300,585,843 $15,868,991
TOTAL REVENUES (NON-PROPERTY TAX) $284,716,852 $300,585,843 $15,868,991
GRAND TOTALS (ITEMS A THROUGH M)
BUDGET APPROPRIATIONS $1,083,897,899 $1,102,259,709 $18,361,810
LESS: NON-PROPERTY TAX REVENUES $884,885,513 $899,268,366 $14,382,853
PROPERTY TAX LEVIES $199,012,386 $202,991,343 $3,978,957

NOTE: All adopted budgets for the governmental funds are prepared in accordance with the modified accrual basis of accounting, except for
the treatment of the fund balance reserved for tax stabilization. For budget purposes, the fund balance reserved for tax stabilization is
reflected as other financing sources. However, for accounting purposes it is reflected as part of the overall fund balance.
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PROPERTY TAX RATE AND LEVY COMPARISON

The graphs below show property tax rates and levies for the City of Milwaukee from 1996 through the 2005 budget.
The 2005 tax rate of $9.19 is $0.54 lower than the 2004 rate of $9.73. The 2005 tax levy of $203 million totals an
increase of $4 million from the 2004 levy of $199 million. Since 1996, the property tax rate has decreased by $1.34,
from $10.53 in 1996 to the 2005 rate of $9.19. During this same period, the “real’ or inflation adjusted property tax
levy has increased $14.9 million.

Property Tax Rates 1996 through 2005
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